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8. Moot of W other privgijpal treding nalless of e ~eut have
applied wrsteglis trude coutrals to Cosmunist Ciias and Serth
Lerts #nigh are mEeh BIre comprelwnsive wd svvere Lhan lhwee
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9. About ferty-fiwm eountriee suprort the scleetive wdarge
regoluiion against Commndet Shia and North lores adopted by

the nited Eatiems in May 1951. This vrelates specifically o erms,
waunition, and inpleusnis of war, snd Lleas weeful in helr ro-
dnction, steuis emergy rmterials, petreleur, and trans, ortation
sasferizle of strutegic va.ve. < prrexisately sme half of L ese
eounlries alew «jp.dy ¢u eubarge on cwrleir other glritegin zoods.
rractically all the leading waritiss matiens of the fPer world
have L. wospd oentrals ov aLlypin; ia the trede Witk Commmmist

Chinn und Sorth kere-. g/
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1lh, 8 Nocument 192/2 includes courses af sctiom tosard
only the “Soviet aloe exeluding Comunist Thiae”., fbout three pomths
after it became elfective, thwe “mecuilve rTasch, on & loverber 1753,
arnroved an arondrent, {demtified sz 70 15273, on courses of actdon
toward the "speelal areas” of Honp Yong and scao, wilch reads:
fTn anclying controls, accord te dome Song troatment
consistent with that genepally accorded cooperating
countries whils mmloring such special ceare as ray he
nocessary o prevent frugivation of economic defenseo
controls on transaetictm with Comeunist Thing.v
"o the s-ome end sncly mores strinpent controls

on trade with ‘acac as may s approvrizte.” le’

I T 01, 15 Jancawy 1950, "nclassified, #ttochment 740
Paet “heet, !‘acellansous Tab L, “eerct.
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21 July 1954

12. i reswse' of the organization established by the Loviet bloc
for troding with the fres ueriﬁ aey be helpful at this point to a better
understending of the problems of vielstion or evasion and enforcement of
«estemn security trade controls. This Inciudes = suamary ef the main
vloc agencies in the ~ast and In the .est res;ansitle for nandling forelgn
trade, especially those concerned witn the wurchase of strateric zaterlals
or with any form et clandestine -est=iast Lrade.

13. <ithin the bleec, the rspid extension of Communist contral over
the ecoromic iife of cach st .te has inevitably caught up with the <hole
renge of foreign trode.and, breadly spesking, tronsformed the multifirisus
irdividual activities of .nnumerable :rivste trocers inio & unilfied and
stute-gontrolied svetem, The rrocess may rot yel be cow .ebe, and
sdjustments and innovations say be expected, The wain structure ias veen
firmly established in esch state, however, snd seems likely to serve for

the foreseeabie future. Js/
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14, In addition to being controlled absolutely by the itate,
the foreign trade of the Sovi:st bloc is an Integral part of the
planned econosy. It is used both as & pulitiecal and an economic
wea;on, offensively as well a» defensively. Iven before the nations
of the frec world instituted controls on the shirment of strategic
goods to the bloe ihe Yremlin employed trade as & sold-war ilnstru ent,
Fart of the Soviet machinery for econcmic planning and trade coordinatlon
is the Council for ieconomic Mutual issistsnce. b/

15. This orgnization, ealled CEM¥i, or ¢ .3, T ¥ especlally in
Europre, not only serves to eoordinste Lhe clapning azencies and the
trsde slans ef the satellites, butl has gredusliy zequired jeng-term
plarning and alloeating Nasctions. It arparently ls the st imgortant
internmatii nal supervisory agency in Lire soviei bloc concsrned with
economic yroblems. Its majer functi:n seems to be, however, the control
of satel.ite economic planning and foreign trade, 28/

loe ©IHELH, oF ¢ ki, was estabiished recr tre beginning of

1949, with headguarters in Yoscow, by the governwents of the B0,
‘oland, Csechoslovakis, Hung:ry, bowsanls, and Bulguria. 2lbania and
“ast Jermsny were adnitted to mesbershi; » year er sc later. The louncil
consista of one~to~four-man delegations fros each resmbsr eounbtry. hese
seen to be headed by the Chalrmen of Lhe state icomomic Vlamning boards
or Commisasions, with the aid of ome or two dejuty chalrmen., 23/

17. The Ninistry of Foreign Trade usuelly is represented in the

delegation by the Hinister ur a de uty minister, bul he seems Lo be
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subservi-nt to the Chairean. Some country delegations te CU7x LUK
inciude a representative >f the Economic Seection of the Communist
Purty Ceniral Committer. The adsinistrative staff or Zecretariat
in Hosco- hag around two thousand "specialists,” presumably j;ro-
fessi nal-type employees,  sch counbry senda one yermanent delegate
to the secrutariat, accompanied by & stuaff, rrobably tomposecd of

technical advisers snd clerks. 28/

iB. 7The dally operaticns are conducted by the Jecrslariai,
which hss the autdmrity to make decisions subjest to r:tifisstien
- by the Council. The latier convenes whenever necess.ry, but al least
once every three months., It seems clear, however, that the gulding
foree in COUGO0N is the secretary General. e/
19. It is not ¥nown whether this organizatlon ls controlled
by repressniatives of the Dovict blec or is an irtegral part cf the

Soviet Government. From the cconosic stundpoint this has 1itile

siznificance., The important fact ls that U7FLOCUE or L. )i is at the

| to; of all the seonomic planning wnd trede coordinalion among the
t Us % and ite Kuropean sateliites. 2/

|
|
}
|
|

-
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2. iithough the foreign trade organimational structures may
differ sligntly frow st:ite Lo state, tne followiny general patiern

iz wniform:

o =10~
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Z1. The State Tconomic Flanning Board acts as tne heart of the
econoxic system. It is resp nsitle for assiniluting all statistics
and other information relating to the econsuy of ke state and for
coordinating economic development, both internsl xnd external. Thus,
it has suprese centrol over foreign trade ;ollcy and forwalstes ihe
plan under which all fereign trude is conducted. Hemb:ranip of ihe
Seard consists of full-blooded Compunists. 28/

22, ‘The dinlastry of Foreign Trade hes & triple funcilion, ss
foliows:

s, sdviser to the State feonomie Ulanning Board en all
foreign trade matters, for :hich & ylnming depsrtaent 1s

usunlly maintsined.

be ‘xecutive for the bureastcratic formslities by which
trade 1s sansced, €.g., granting import snd export ilcenases
and comriling st-otdetiesl returms.

c. . rbiter on problems concerning ajenclies and come

uissions.
~@y posts in the Mindstry hove generally been taken over by Comuwurists.
pher rosltions have been retzined b estiuiisved officials or glven Lo
erpons vithout political leanings. 2/

23, 7he Hational bank controls the dis,ossl of earnings of
foreign exchange. . oee Sontrcl over the grsnting of lLspert and exgort

licenses is slzo exercised through tielr referral to it for finencial

IS OFFICIALS MY
S‘“d%&tr
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approval. 4s yebt, for lack of banking ex;erience, Commnists are not
solidly entrenched and eomeider:ble responsiblit.ty sbill rests with
non=Commanist financial experta. »/
24 In a few cases the State Tr-ding lorporstions have been

formed from long-estiblished sales agencies, as ‘ovo in Czechorlovakia,

The mujority, however, have been sei up during the rast few years.

Very broadly, they eerrespond to the priancijal Lranches of industry in
exch ptale and are Nsp@mib}a for:
a. Huring ras malerials and equliment for that par-
ticular industry.
b. Jelilmg iis products.
they also fumstion to an uiknown extent az intermediaries in purchases
on Lebalf of their gounterparts in sther satel: ites. Throughout the
whole srray of these Corporetions, politiezl influence is even iess
pronounced than in the stlonal Barks, bul Comamist irdoctrination
and diseijline are being graduslly instilled by systematic training. 2a/
25, The organiszation of the itate Trading Corporastions is rather
oi:ilar in mach state, They are controlled by the Xinlstry of Foreign
Trade and their personnel are in close toush with state officizls. In
order to operate effectively, theyr have & wide knowledge of overall re-
quirements, bottlenecks, wnd shorta es. It is believed that thelr
foreign exchange needs are suprlied by ths Netlonsl Dank, possioly -ith
the approval of the ‘inistry of Foreigm Trade, and that the Bank in

turn cullars their eamings »f foreign exchange. The @orporstions

US OFFICIALS ONLY
SECiik
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are bsllieved, however, to be allowed a commission ranging frow one
to [ive ;ercent on the value of contracts handied. Their size and
loternsl orgunizatlon vury coording to thaelr inmprortince to the
national economy. 2a/
26, It is known that the State Truding Corpor.tions trans-
act Lthe bulk of tiie Loviel bloc's foreign trde st the eastern end.
ixamples of Lhese Corporetions inmverel of the satelilte countries
are shown Lelow:
Toland--Centr:la sopatrzonia Hutnlcszego imetuls),
iolimex (machinery anc vehicles), Hartwlg {forwarding
agent), all in «arsaw, the latter having brsnches through-
out -estern iurope.
caschoslovacis——ietalimex (metale), Investa and iovo
{machinery and vshicles,, ietrans | forwarding sgeat,, all

in ?r&ﬁ L.
iMagrlr-— etalinpex (metals), "liex {(machinery snd

vehioles), Fasped {forwsrding sgent., fafraeht (ekip-ing
ageney,, all in Budapest.
Dowpanla~-iotolinport (metals,, rasiulaort .suchinery
and vehlcles,, both in Busharest.
Bulgaria-—iulzarruienport imetals., retalic; ot
(meehinery and wehicles,, both in ofla,

ZAbapia~— xportsl and ilbinjort, both in Tirana. 24/
27+ I» Foland, and jossibly Lsechoslovetia, & number of “rrivate”

firms are aleo mamoﬂ in foreign trede. Informstion frow iolish official

1S OFFICIALS ONLY
SECRE;
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which exist subjest to
apiraval br the Plinlstry of Forvelign Trade, the Commwnist
Farty, sad the security services—~These firus owe thelr
survivel o pressure fros ferelan irzporters and exporters
who made it ele-r that they sreferred dealing with come
mercial a:ents rather than with State Treding Corpor.ticns.
The terms on »hich these rrivate firms may participate in
rolish foreign tm, the range of sommodiiies handled,
wnd the extent of the business ther may Lrensact are not
knowm, but it has been claimed that they zsre zllowed to
earry ool only those deals which &ie of no irnterssl eithe:
te Lhe Corporatioms or Lo the Communist—controlled “private”
firms. 2a/

e in the U.o.iul., trede (and riaaneé; is subject to stale ssnage-
ment or clese supervision. Soviet trade has two ;eculiar charzcteristies, !
its form and its poliey. These ere, respectively, a syster in which the
governsent exclusively controls the imrortation and expert:tion of goods
and o persistent drive to oblair maxisum self-sufficiency. isasically,

Loth stem frow the scme causew-w-the desire to have a planmed snd rezuiated
sconany isolated from economic factors cutalde of direet Joviei conmtrol. 2g/

30, Stats monopely of lapords and exports gives the Joviel Lovermment |
assentous taotliesl advantazes In dealing wilh foreizn troders. .3 the sole
buyer and seller of the Coviet Unionm, the womopoly is in & zueh stronger
bargaining ;osition thar mutuslly cocpeting forelsn trade s. There ia no

comrelition smong the Coviet trade spencies in the forelipgn mariets whish

Ud Uinauirdd unid
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affects prices adversely from lheir own standooint. rices at which ihe
soriet Covernment buys anl sells com.odities in foreign trade have little
or no relation to internal yrices. Therefore, if the situation warrants
i, ihe government stands reaxdy to outbid or undersell coapetitors, as
aprropriaste, 2/

31. he U.i.l.h. alone has evolved, over the rast thirty years, a
system which is marked Ly oertain well estiblisted features. In general,
sil business assoelaied with exports from the Joviet Umlon is conducted
fros soscow, while business involvisg iuperts is earried out by the Joviet
Trade “ission, oftea styled Torgpred represertstives, in the ccuntry of
origin or of the seller. is a rule, Sovict Tr:de issions desl direetly
with senufscturers or merchanta. It has been allegsd, but not satis—
facto: ily proved that wher they wish to conceal the fdertity of the Joviet
inion as & porchaser or conislgnee arragesenis are sade for ihe Lusicess
to be placed by a satellite on thelr behalfl. <8/

32, It is rossible that the festures sutlined in the preceding para-
graph will in tizme be adopted throughout the oviet bloe. Commercial and
tactical eonsiderailons moke it unlikely, however, that “oscow will call
on the satellites to sbandom their existing contracts and sethods of deal~
ing with the sest until the Sovist Govermsent is rrepared to cut the
econozdc links botween the bloc snd the rest of the world. 2/

33a. Thus, Czechoslovaiis, a coumtry whleh manufactures aany cob-
sumer goods snd is largely dependent on forelzn trade for its prosperity,
hes ‘ublicly declared: *:hile as regards production, consuzption, and

eapital investient ssechoslovakl: closely follows the experience and

- b
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practices of the U.i.lela, she can oot do so in riamming oer forelign

4

trade.” This basle fact :robably aeccunts for the preservaiion of wany
long=-sstablished conneations with trading agencles snd rerresentaiives
in the weat. By the same loken, a:z indicated above foland has bowed to
commoreial necessity and tolerstes the existence of some private trading
agenciea. HKoumani: on the other hund, largely & preduser of raw materials,
hus foumnd it vossible te conduct xosi of her foreign trade along Jovist
lines, namely, through state Trading Corporations in Bucharest and offieial
re;resentalives in the west, _ 2/
335, Commumist Chins has hsd two main Xuropean treding organisatlons
since the begioning of 1951, both in Bact Serlin:
2. The Thine Ixport Corporstion, est blished in Jamusry
1951, was its principal trading represontative in Zuropes during
that yesar snd part of 1952. The persomnel were exelusively
erman, snd apparently not entirel; satisfactory to the Chines«
Govermmant froc the stort. This Corporstion mever attiined lhe
mono;ollistic position now occurisd by Its successor and «as
dissolved officially on 31 [December 1953.
b, The Chins Haticonsl lmport and ‘>xport Lorperation is
the present scle sgent :f Communist China for trzde with the
sest. IV is the Iuropesn branch of the Chinese Itate Trading
Corporstion of the sace name wilh hesdousrters in PFelilng.
The latter has & branch in Tlentsin, and presusmably of fices In
Shanghal and Canton. The tast Serlin branch was estabiished
during the sering of 1952, ill its profesaicnal persornel are
-17-
1S OFFICIALS ONLY
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Chinese. slthough the CH1'C 48 nst actuslly & specialict in

esbarzoed oouusodities, its trading policy is determined by

the import priorities set up for the develoment of China,

and these include primarily the type of goods vhiech the .est

agreed to withhold frem that eountry. 28/

3)c. The two corporations in furope, CIC and CHI'C, eollaborsted for
about a year and o halfl i{n the sace field under a r:ther strained working
srrasgenent. Sericus frietion develored between the Chinese and the China
rxport Corporation only a few weeks after its inception. Friction between
it and the Chinese Hati-ral Import and Ixpert Corporation was continuous,
This situation wias not conducive ic sameh trading activity am’ it is sirongly
indicated that u great many of the deals conmummuted ln 1952 and 1953 were
conducted by the Felping headguarters or Tientsin branen of CUDC and through
the remalning western fimms in China. 4Alsc a ruaber of private concerns in
China are still permitted to do business winh their estabiished trade con~
nections if % proves especially advantageous to Uhina. A/

3hke In the matter of trade re;rvesentatlon abrosd, ‘herefore, joliey
may be expecled to vary asong the satellites, hubtie gensral tendency ia
difficult to discern. Sooe tlme . zo the indiestions were that satellite
rarchases on ihe shole wo.id be concentrated in the hands of s few highly
orsanized syencles in the -eail, tut the trend developed im the oprosite
direetion, The number of a:encies znd individuals bandling satelliie
basiness has nultiplied, and there is no conciu:ive evidence Lhat their
varicus activities are effectively ccordinsted. 28/

35« In the sest, the Soviet tlec procurewent organizetion is less

. &5 Dl NS GHLY
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diztinet and not as stables a: it is beﬂind the iruvn curtain. The trade

zissions are the most lmportant element of veth Soviet and sateliite
recresentation abrosd, followed by the commerecisl counselors and the
indiwidual trading agencies., The relztive responsibilities f the rission
and the ¢ unselor =here they toth e:ist in the seme eounblry sre not very
definite and the poliey wnderlring the use of the truding agencles ATPEEYS
to be flexibie, Za/

36. Hormally the trade misxzions come under Lhe dirsction of their
contry's rinistry of Forelgm Trude, but they are aloe controlled in soue
degree by the Jentral Committee of their nati-mal Communist “arty. Purther
control is exercised over at lesst s few of iLhesm by the State econcmde
“lanning bosard, These nissions are composed of representatives of tine
nationailzed industries and Stste Trading “orpor:timas, Their functions |
are Lo make inquiries and, in certain inatances, to jlsce contructs on
behalf of the industries and corporations, chee: sammf:cturers' progress
and deliveries, und to supervise ihe flow of exports frox their own country.
ihey are also concemrned with the rayeent of comuissions and the selection
of trading zgencies. 23/

37, The duties of commereisl counselors and Lheir departments are
prizarily advisory where thers are trade missions. They have the res an-
iihilit.y for studying loeal econonic and firsneinl conditions » carrying
out market rescarch, and for keeping thelir Governments informsed of current
local commercisl practices, In the absence of a trade mission, the work
it would perform falls on the commercial coumselor. The vart rlayed by
him depends largely on the eapacity of vhe individual. It hus been

- 10 _
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rerorted that in ILuly the loviet (ommercial Counszelor watches, with- I
out necessarily combrolilin, the sctivities of sateliite commercial rep-
resentatives, and poesibly aiso ibe entire azrray of trading sgencies
operating in the interests of (he loviet bloe. In London a late [oupanian
Commercisl Counselor turpned himselfl into the equiveient of a “slick trade
aission, " pursuing inquiries and placing orders in the 1.7, and else- 1
where, af i
38, The trading agencies in sestern Ifurcpe used by the Soviet bloc
may be divided iato tbe following catesories:
8. Urznches of Lhe central Stule Trading Corporations,
suen a8 Lovo of (sechoslovasia «ith bLranches throughout the
=orld, mx gstallinport of iowanle »hich mainteing a buying
of fiow in “ilan.
b, Fimms set up by Yastern BEuropeam st:tes for the
specifle jurpose of trading, especially ;wrchasing from the
<aut, a3 Cmack in Switserland,

¢. Concerns established b, loexl Communist parties with
the dual object of expediting trade »ith asterrn Furope snd !
securin;: funds for their own urposes.
d. Oprertunist traders »ho are o vegared Lo deal ex-
tensively in the supcly of strategic materials to the ¥sat. 2s/
¥9a. smong these -estern European tr.ding agencies arecthe foliowing
firms >/ whlch have been reported as being engszed in business on behalf

of tihe soviet bloc azainst the declared interests of tre cestern powers:
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